
Internal Revenue Service Department of :he Treasury 

Woshinglon, DC 20224 

Peraon to Cpnlocl: 
* * * * * *  *******  ********** **  . *** ****   
**** ****** * *  **** 'Telephone Numbei: 
**** ****  **** ****************  
*****  **** *** *** ***** Rofer Reply to:  ***** 

Dab: 9% AU6 1992 

Employer l d e n t i f  i c a t i o n  Number: ********** 
Form: 1120 

Tax Years: ****** * * * * * * 

Dear Applicnni: : 

T h i s  is a f i n a l  adverse r u l i n g  a s  t o  your exempt s t a t u s  
under s e c t i o n  501(c) (3)  of t h e  I n t e r n a l  Revenue Code. 

T h i s  r u l i n g  is made f o r  the  fo l lowing  reason (s) : 

You a r e  n o t  operated exclusica1.y fo r  exempt purposea w i t h i n  
t h e  meaning of s e c t i o n  501(c) (3)  o f  the  Code. Your o p e r a t i o n s  
sorve E=o b e n e f i t  p r i v a t e  interests more t h a n  i n c i d e n t a l l y .  
Furthermore, you have not e s t a b l i s h e d  t h a t  your n e t  ea rn ings  d o  
n o t  i n u r e  t o  t h e  b e n e f i t  of p r i v a t e  persons or  sha reho lders .  

Cont r ibu t ion6  t o  your o r g a n i z a t i o n  a r e  not d e d u c t i b l e  under 
s e c t i o n  170  o f  the C o d e .  

You are  requ i red  t o  f i l e  f e d e r a l  income tax r e t u r n s  on t h e  
above f om. Based on  t h e  f i n a n c i a l  3nformation you fu rn i shed ,  it 
a p p e a r s  t h a t  r e t u r n s  should be f i l e d  for  t h e  t a x  years  shown 
above. You should f i l e  these  r e t u r n s  with your key District 
D i r e c t o r  fo r  exempt o rgan iza t ion  m a t t e r s  wi thin  30 days from the 
d a t e  of t h i s  l e t t e r ,  unleso a r e q u e s t  for  a n  extension of t i n e  is 
g r a n t e d .  Returns  f o r  l a t e r  t a x  y e a r s  should be f i l e d  wi th  the  
a p p r o p r i a t e  s e r v i c e  c e n t e r  a s  i n d i c a t e d  i n  th.e i n s t r u c t i o n s  f o r  
t h o s e  r e t u r n s .  
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If y o u  dec ide  t o  contest  t h i s  r u l i ng  under t he  dec la ra tory  
judgment prov i s ions  of sec t ion  7428 of t h e  Code, you must 
i n i t i a t e  a s u i t  i n  the United S t a t e s  Tax Court, t he  United S t a t e s  
Cla3.m~ Cour t ,  o r  t h e  District Court of t h e  United S t a t e s  for t h e  
~ i s t r i c t  of Columbia before t h e  91st  day a f t e r  t he  da t e  t h a t  t h i s  
r u l i n g  was nai led  t o  you. Contact t he  c l e r k  of t he  appropr ia te  
c o u r t  for r u l e s  fo r  i n i t i a t i n g  s u i t n  f o r  dec la ra tory  judgment. 
Processing of income t a x  r e tu rns  and assessment of any t a x e s  due 
w i l l  n o t  be delayed because a dec la ra tory  judgment s u i t  ha s  been 
filed under s ec t i on  7428. 

I n  accordance with sec t ion  6104 (c) of t h e  Code, t h e  
appropr ia tn  Sta te  o f f i c i a l s  w i l l  be no t i f i ed  cf t h i s  a c t i on .  

I f  you have any  questions about t h i s  r u l i ng ,  please cen t ac t  
the person whose name and telephone number a r e  shown above. 

Sincerely,  

(Smed) *****  ********* 
****** ** *****  
Dil:ector, Exempt Organizations 
Technical Division 

cc:****  ******* 
**** *** *****  

cc: State o f f i c i a l s  



******* *******  ********** ***  F'Orsun'O COntacI: ******  *** *****  
* * * *  ****** **  ***** 
**** ****  *** Telephone Numbor: **************** 
*****  * * * * * *** * * * * *  

Reler Reply to: ********* ****

Dear Applicant : 

We have  considered your app?icat ioi i  ior recogni t ion  of 
exenpt jor!  uzdc?r sect-ion 501(c) (3) of t h e  I n t e r r a d l  Revenue Code. 

The inf onn**** ******  d i n d i c a t e s  t h a t  you wera 
incorpora ted  on * * * *  *  **** i n  * *  Statn ** ******* .  You were 
organized by ****** *** ****   and ****  *** *****   " t o  e n l i s t  men 
and women who a r e  organized i n  C h r i s t i a n  m i n i s t r i e s  t o  
p a r t i c i p a t e  i n  t h e  funding of an inve~tment;  v e h i c l e  f o r  t h e  
e x p r e s s  purpose of bui lding a resource  of income from which t o  
drav a suppl.ementary s a l a r y  dur ing per iods  cf unemployment, and 
t o  o f f e r  i n d i v i d u a l  a s s i s t a n c e  with  resume w r i t i n g  and income 
packaging i n  p u r s u i t  of a v a i l a b l e  minis t ry  o p p o r t u n i t i e s  th rcush  
a network m i n i s t r y  placement service ."  **** *****  and **** *****   
a re  b r o t h e r  and ~ i s t e r .  

You i n t e n d  t o  accomplish your purpose by c r e a t i n g  an 
investment f u n d  t o  be financed through payments of $** per  month 
from i n d i v i d u a l s  engaged i n  fu r ther ing  t h e  Chr i o t i a n  minis t ry  
such as pas tors ,  church s t a f f ,  denominational workera,  c o l l e g e  
and s e a i n a r y  f a c u l t y  , m i n i s t e r i a l   student^ and miss ionar ies  as 
well  as from t h e  employers of such ind iv idua l s .  The fund w i l l  b e  
used t o  provide supplementary income t o  c o n t r i b u t o r s  who suddenly 
f i n d  themse lves  ou t  of work. Tho c o n t r i b u t i o n s  w i l l  be invested 
i n  low-risk investments  providing high l i q u i d i t y .  

4 

~ o n t r i b u t i o n a '  a r e  n o t  refundable. ??owever, t h o s e  
p a r t i c i p a n t s  who never  draw supplementary income dur ing  t h e i r  
c a r e e r s  would q u a l i f y  fo r  a bonus refund of c o n t r i b u t i o n s  upon 
r e t i r e m z n t .  These bonua refunds a r e  determined by  f a c t o r s  which 
i n c l u d e  length of t i m e  a s  a grograni p a r t i c i p a n t  and the growth of  
the  investment p o r t f o l i o .  
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h contribut.or must bo an act ive pa r t i c ipan t  f o r  a period of 
t h r e o  yearc haf ora becoming e l i g ib l e  f o r  supplemental income 
b e n e f i t s .  A p a r t i c i p a n t  may cancel h i s  aesociat.ion with you a t  
a n y  time. A p a r t i c i p a n t  would automatically t e r n i n a t e  h i s  
r e l a t i o n s h i p  w i th  you upon disengagement from Chr is t ian  
employment.. P a r t i c i p a n t s  a re  a l s o  en t i t l ed  tc,  personal  assistance 
i n  the nature o f  resume wrlting and placement s e rv i ce  ass ia tanco  
upon rsquast.  

You have en t e r ed  i n t o  a contract with *******  ******* **   
******* *******  ******* *** ** **** fo r  inveotmant managenan.t 
s e rv i ce s .  **  ** ***  l.s referred t o  i n  t h e  cont rac t  as t he  Sarvice 
Provider.  **  ** **** is a for-prof it corporation cont ro l led  by 
****** **  ***** *** ****  *  ******  ****** **  ***** *** ****   .  
*****   arae r e f e r r ed  t o  i n  the contract a s  t h e  Service Providers.  
The contract is f o r  an i n i t i a l  term of 3.0 years  and is reneorflble 
upon mutual consent of t he  par t ies .  

The con t r ac t  provides that  contr ibut ions from tha  Chr is t ian  
worku:o p a r t i c i p a t i n g  i n  t h e  fund w i l l  be invested through t h e  
Servico Frovjder .  The Service Provider w i l l  r e ce ive  16%. t o  209 of 
t h e  inveeted : , l nds  a s  compensation for i ts ctervices. The Service 
Providere,, or t h e i r  est t r tea,  w i l l  each be e n t i t l a d  t o  a 
I1Founder1s Fee" of  5% of t h e  current  market value of the  
investmect fund upon cornplation o r  termination of t h e  contra&. 

Your primary source of f inancial  support w i l l  be  payments 
from Christian wor1;ers porticipatil?g i n  your investment program. 
You also hope to  r ece ive  income i n  the form of contributions, 
gifts, and bequests. 

Section 501 (c) (3)  of tho  Internal  Revenue Code provides 
exemption f ro ;  f e d e r a l  inccme tax fo r  organizat ions organized and 
operated exc lus ive ly  f o r  chari table or o ther  exempt purposes, no 
p a r t  of t h e  net income of which inures t o  the  b e n e f i t  of any 
pr iva to  i ~ d i v i d u a l  or  shareholder. 

Section 1.501 ( c )  (3)  -1 (a) of t h e  Income Tax Regulationm 
provides t h a t ,  i n  order  t o  bo exempt as an organizat ion described 
i n  s ec t i on  501(c) (3), an  orgalrieation must be both o r g a n i z ~ d  and 
opora~ted exc lus ive ly  f o r  one or rr.ore of t h e  purposes spec i f i ed  in 
t h a t  sect ion.  An organiza t ion  tha t  f a i l s  t o  meet e i t h e r  t h e  
organizational o r  t h e  operat ional  test is not exempt. 

Section 1,501 (c) (3)  -1 jc) (1) of the regula t ions  s t a t e o  t h a t  
an organizat ion w i 2 . l  be regarded a s  noparated cxc lur ive ly"  fo r  
ono or more exempt purposes only i f  it engages pr imar i ly  i n  
a c t i v i t i ~ s  which accomplj.sh one a t  more such exempt purpoeea. An 
organization w i l l  n o t  be s o  regarded i f  more than an 
insubstant ial  pa r t  of its a c t i v i t i e s  is no t  i n  fur therance  of 
exompt plrposes. The prabience of R single nonexempt purpose, i f  
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subs tan t ia l  i n  na ture ,  w i l l  destroy th s  exemption regard less  of 
the number o r  importance of t r u l y  exempt purposes. B e t t e r  
pusj.ness Bureay v. U.S,,  326 l1.S. 279 (1945). 

Section 1.501 ( c )  ( 3 )  -1 (d) (1) (ii) of t h e  regula t ions  provides, 
i n  p a r t ,  t h a t  an organizat icn is not organized o r  operateed 
exclusively f o r  one o r  mare of t h e  Furposes spec i f  led i n  s ec t i cn  
501(c) ( 3 )  unless  it serves a publ ic  ra ther  than a p i v a t s  
i n t e r e s t .  An organizat ion may not  be exempt i f  it is operated f o r  
the  benef i t  of p r i v a t e  i i i t~eres t s .  To meet t h i s  requirement, it is 
neceRsary f o r  an organizat ion to es tab l i sh  t h a t  it is not. 
organized o r  operated f o r  t h e  benef i t  of p r iva t e  i n t e r e s t s .  

Section 1.501 [ c )  !3)  -1(e) cf t k e  regulat ions s t a t e s ,  i n  p a r t ,  
t h a t  a n  organization laay meet t he  requirsnents  of s ec t ion  
5Ol(c) ( 3 )  although it operates  a t r ade  o r  business 2s a 
subs t an t i a l  p a r t  of in ~ c t i ~ i t i k : ; ,  i f  t h e  opera t ion  of such 
+redc oi- 'uusiness i n  i n  furtherance of t h e  organiza t ion ' s  exempt 
purpose or purposes and i f  t h e  or(ranizati0n is not  organized or  
operated for t h e  primary purposo of carrying on an unre la ted  
t r a d e  or  business arr defined i n  sec t ion  513. I n  determining t h e  
ex i s t ence  or lionexic~tence of such primary purpose, a l l  o f  t h e  
circumstances must be considered, including t h e  s i z e  and ex t en t  
o f  the t r ade  o r  business and t h e  ~ : i . z e  and ex t en t  of the  
activities which a r e  i n  furtheranee of one o r  more exempt 
purposes. An organizat ion which is organized and operated f o r  t h e  
primary purpose of carrying on an unrelated t r a d e  or bus iness  is 
n o t  exempt under s ec t ion  501 (c) (3) . 

The investment and mutual a id  plan you w i l l  o p e r a t e ' i s  
i nd i s t i ngu i s t~ab le  from s imi la r  a a t i v i t i e a  of an ordinary 
c o m e r c i a 1  en terpr i se .  The plan benef i t s  t h e  p r i v a t e  i n t e r e s t s  of 
t h e  par t ic ipants  by providing them with supplenental  income 
b e n e f i t s  i n  t h e  event t h e i r  nornnl sources of income a re  
i n t e r rup ted .  The f a c t  t h a t  .par t ic ipants  i n  t h e  p lan  a r e  eloployed 
by or  work i n  Chr is t ian  organizat ions does no t  lessen  the  p r i v a t a  
b e n e f i t  they receive a s  a rasu1.t of t h e i r  p a r t i c i p a t i o n  i n  t h e  
p lan .  Therefore, your a c t i v i t i e s  se rve  the p r i v a t e  i n t e rus t t i  of 
p l a n  par t ic ipants  i n  a manner proscribed by s ec t ion  1.501 (c) ( 3 )  - 
~ ( d )  (1) (ii) of  t h e  regulat ions.  

The provision i n  t h e  contract  between yqur organiza t ion  aad 
*** ** *** serves t h e  p r i v a t e  i n t e r e s t s  of your founders because it 
guarantees each of them a 5% share  i n  the  a s s e t s  of t he ,  
investnent. fund. This, too, contravenes the requirement of 
sec t ion  1.501(c) (3)  -1 (d) (1) (ii) of t h e  regulat ions t h a t  an exempt 
organizat ion must not be organized or opertrted fur t h e  h e n e f i t  of 
pr iva te  i n t e r e s t s .  

Becsusc. your a c t i v i t i e s  a r e  indist inguishable from ~bs i l ar  
a c t i v i t i e s  of an ordinary commercial en t e rp r i s e  and re9ul.t i n  
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p r i v a t e  bene f i t  t o  p lan  pa r t i c ipan t8  and t o  yrJur foundars, we 
have conoluded t h a t  you a r e  operated Pol' tho eubntnnt in l  
nonexempt purpoaa of corrducting an ordinary bur~iness  b hich 
c o n i ~ r s  p r iva t e  bene f i t s  on your founders end t h e  psr4:icipants i t !  
t h e  Lnvestmhnt plan. 

Accordingly, you nre not  cixempL under n ~ c t i o n  501(c) ( 3 )  of 
t h e  Code. 

Contributiono to you a ro  not  dnductible under aec t i an  170 of 
t h d  Code. 

You have the r i g h t  t.o p r o t e s t  this ru l ing  i f  you be l ieve  it 
is incorxeat .  To p ro t e s t ,  yau should aubmit a s tatement  o f  your 
views, w i t h  a f u l l  explanation a f  your reasoning. This  statomant 
mu& be submitt-ed iditbin 30 days of  t he  date of t h i s  l e t t e r  and 
must be signed by one of your o f f i c e r s .  You also have a r i g h t  t o  
a conference i n  t h i s  o f f i c e  a f t e r  your atatninent i o  a u b ~ i t t e d .  
You muat requost tho confererncfi, i f  you want one, whan you f i l e  
yoilr p r o t e s t  stakement. If  vou a r e  t o  be represented by someone 
who is not one of your off ioere,  ha must  f i l e  a proper power of 
a t t o r n e y  and otherwise qua l i fy  undar our Conference and Preat:',ces 
Requiremunts. 

If you d o  not p ro te8 t  t h i e  r u l i n g  i n  a tlrinly manner, it 
w i l l  be considered by the I n t ~ r n a l  Revenue 8ervdae a e  n f a i l u r e  
Lu irii i ia~i~;i .  i r~ ir i l crb ie  irduiiraicri~aL;vu ~ e m o r i i e t i .  L u c i i u n  i i i n  jbj t i  j 
of t he  Code providaa, in p a r t ,  t h a t  a d sa l a r a to ry  judgmant: or  
decree under this aact ion el la l l  n o t  be iesued in any proceeding 
unlesa the  Tax Court, the Claims Court, o r  the B i e t r i c t  Court of 
t h e  United S t a t e s  f o r  the D i n t r i c t  ot Columbia determineo t h a t  
t h e  organiza t ion  involved has exhauaked adminla t ra t ive  remedies 
a v a i l a b l e  t o  it within t he  Interns,f i!irteenue Service.  

If we d o  not lrear from you wi th in  30 daye, t h i e  r u l i n g  \ t i l l  
become f i n a l  and copies  w i l l  be forwardod t o  your  kay D ie t r i o t  
D i r ec to r  in Chioago, I l l i n o i s .  Thereaf te r ,  cny ques t ion  about 
your f e d e r a l  income t a x  s t a t u s  should be, addreosed t o  thaL 
o f f i c e .  The appropr ia te  S t a t e  off  i o i a l s  w i l l  be no t i f i ed  of t h i s  
a c t i on  i n  accordalrce wit11 Code eec t ion  6104 (a) .  

Si ncerely yours,  
TSEGT)' ***** * * * * * * * h f i r r  

****** ********  
***** ****** Organizations 
Rulings Branoh 1 


